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Introduction 


Supply and Services Canada (SSC) acquires and provides goods 
and services required by federal government client departments 
and agencies taking into account the contribution of supply to the 
realization of national objectives, all in the most economical 
manner possible. 


In the performance cf its common service role, SSC serves three 
client groups — its customers (federal government departments 
and agencies), its suppliers and the Canadian people. With 
respect to its customers, the Department attempts to be sensitive 
to their needs as well as being responsive to their demands for the 
provision of timely and economical services. For suppliers, SSC 
provides equitable opportunities and fair treatment to existing and 
potential vendors to compete for government business. For the 
third client group, the Canadian people, SSC must ensure 
economy and efficiency of operations. 


In short, the business of SSC is to achieve value for money for 
Canada and the Canadian taxpayers. 


This booklet provides an overview of operations of the Aerospace 
and Armament Directorate of Supply and Services Canada. It 
describes the nature and scope of Directorate activities, and 
indicates how companies can participate in the business 
opportunities offered by federal government procurement. 


The Aerospace and Armament Directorate is responsible for the 
supply and procurement of all major aerospace and armament 
equipment, systems and services. 


From the initial planning of procurement strategy, through the 
administration of contracts worth hundreds of millions of dollars, 
to audit and final close-out, the Aerospace and Armament 
Directorate’s professional expertise ensures that taxpayers’ 
money is well spent. 


The Directorate is organized along broadly based commodity lines 
to parallel the organization of its major customer, the Department 
of National Defence (DND). Within the Directorate, the 
Procurement Operations Branch provides continuing support for 
goods and services required by client departments. 


The Branch is divided into four groups, each having responsibility 
for the acquisition of a specific product line. These are the Aircraft 
and Avionics Acquisition Group, the Aerospace Product Support 


Group, the Armament and Armoured Vehicles Group, and the 
Logistics Support Group. 


The Aircraft and Avionics Acquisition Group is responsible for the 
acquisition of both military and civil aircraft, helicopters, air- 
cushion vehicles, and the necessary electronic communication 
and navigation systems including the fitment of special mission- 
related equipment (e.g. side-looking airborne radar, load 
extraction parachutes, etc.). In addition, certain support elements 
are also procured, such as initial flight training for aircrew and 
equipment operators; initial soares for the complete aircraft 
including electronics systems; ground handling equipment; special 
tools; and aircraft and electronic testing equipment. 


Further, major modifications to the equipment procured are 
undertaken as the roles, missions and state-of-the-art technology 
of equipment are altered over time. 


The Group also plays a critical role with other government 
departments in developing and implementing the plans and 
industrial development strategies for the aerospace industry in 
Canada, e.g. SSC has a shared responsibility with the Department 
of Regional Industrial Expansion (DRIE) for the Defence Industry 
Productivity Program (DIPP) assistance to industry. Further 
examples of this include Pratt & Whitney (PT-7/PW100 engines), 
de Havilland (DASH-7 aircraft), and Canadair (Boeing 767-related 
work). 


The Aerospace Product Support Group is responsible for, and 
directs the acquisition, maintenance, repair and overhaul of, a 
range of technically complex aerospace systems and equipment 
in use in the federal government. Broad product lines are engines, 
airframes, avionics, training equipment and miscellaneous 
systems. 


An important aspect of this Group’s activities is to ensure that 
Canadian industry has the capability, facilities and resources 
necessary to provide all required support services for the repair, 
overhaul and modification of all Canadian military aircraft and 
associated engines and components. As there is no domestic 
manufacturing base to extend into these support activities, the 
new aircraft types now being introduced into operational service 
are of foreign manufacture. Consequently, responsibility in this 
area is increased and implementation made more difficult. The 
facilities to provide the support services must be developed and 
be in place in time to handle support requirements as aircraft are 
delivered to the Canadian Forces. Examples of aircraft that fall 


into this category are the CP-140 Long Range Patrol Aircraft and 
the CF-18 Fighter Aircraft. 


The Group has a key role in the procurement strategy whereby 
the third level support of the CF-18 fleet will be transferred to 
Canadian industry in a phased manner to the maximum extent 
possible within realistic financial limits. 


The Aerospace Product Support Group deals with all segments of 
the aerospace industry in Canada, the United States and Europe. 
The logistics support activities, i.e., the acquisition of spares, 
repair and overhaul and technical services, are critical to client 
department programs, and any disruption or delay in procurement 
requires immediate corrective action. This presents special 
challenges in areas relating to vendor sourcing and selection, the 
achievement of Canadian-based participation in major 
acquisitions and the technological updating of procurement 
personnel. 


The Group is also involved in the procurement of flight simulators 
for the CF-18 and C-130 aircraft for DND and contracts for 
simulators through the Canadian Commercial Corporation on 
behalf of the Federal Republic of Germany, the Government of 
Italy, NATO and The Netherlands. In addition, the Group is 
responsible for procurement of sonobuoys for DND, the U.S. Navy 
and other foreign governments; the Cruise Missile Inertial 
Guidance System for the U.S. Military; the Military Portable 
Artillery Computer (MILIPAC), and Gun Alignment and Control 
Systems (GACS) programs for DND. All of these programs involve 
Canadian industries with high Canadian content. 


The Armament and Armoured Vehicles Group is responsible for, 
and directs the acquisition, maintenance, repair, overhaul and 
modification of, a wide range of technically complex armament 
systems and equipment. Broad product lines are munitions and 
pyrotechnics, gun systems (small arms, guns and howitzers, fire 
control instruments) and armoured vehicles, rockets and missiles. 


The Group is actively involved in the maintenance of the industrial 
defence base by such means as the use of the Defence 
Production Revolving Fund to stockpile defence supplies and 
maintain stable workload levels in industry. It is also involved in 
the determination of special pricing arrangements which enable 
manufacturers to program the cost of unusual maintenance and 
facility upgrading and the planning, negotiation and 
implementation of multi-year production programs to enable long- 
term financial and production scheduling. The Group also 


recommends and implements strategies for the rationalization, 
health and continuing viability of the armaments industry. It is 
involved in the establishment and maintenance of preferred 
sources of supply for specific products, the placement of long- 
term production contracts so as to ensure that each source has a 
viable work program, and assistance in the planning of production 
requirements and facility modernization of contractors’ plants. 


The greater part of the Group’s business volume consists of 
contracts valued at $1 million or more. Decisions on the approval 
or the withholding of progress payments and/or milestone 
payments to ensure performance on such large value contracts 
can have significant impact on the client department’s cash flow 
management and on the supplier’s financial well-being. 


The Logistics Support Group provides a broad range of services 
and materiel related to components and sub-assemblies of a large 
variety of equipment: 


e procurement of aircraft mechanical, structural and 
instrumentation components for the logistic support of the total 
Canadian military air fleet (fighting, training, reconnaissance 
and transport aircraft and helicopters, jet aircraft engine 
system components, propellers, aircraft instruments, gauges, 
air conditioning, avionic components, etc.) 


e logistics support acquisitions, including repair and overhaul of 
components and assemblies for the land-based military fleet of 
armoured fighting vehicles (Leopard Tanks, M113 Armoured 
Personnel Carriers, Armoured Vehicles General Purpose, 
M109 Howitzers, etc.) and the acquisition of CL-89 Drone 
spares for foreign countries under the NATO Maintenance and 
Supply Agency (NAMSA) agreement 


e ail Canadian Armed Forces acquisitions under the Canada— 
U.S. Co-operative Logistics (COLOG) Supply Support 
Arrangements with the Army, Navy and Air Force elements of 
the Department of Defense, in support of Canadian-owned 
military aircraft, ships, weapons, armoured vehicles, radar and 
communications systems 


The Group participates in the logistics planning process of major 
military projects to provide expertise in the evaluation of optimum 
and contingency methods for initial provisioning, taking into 
consideration such factors as the production and provision of 
manufacturing drawings and specifications, ownership of 
production tooling, proprietary rights, royalties, warranty 


implications, interchangeability, design changes, item 
identification and cross-referencing. 


Procurement Considerations 


Many related activities are involved in the process of supplying 
goods and services to meet the needs of government 
departments and agencies. Thus, in addition to providing 
requirements on schedule and at the best possible price, the 
Directorate ensures that the millions of dollars in procurement 
benefits Canadians and the national economy; the Directorate 
must also take into account the socio-economic benefits available 
through procurement. For example, when awarding large 
contracts, the government attaches special importance to their 
job-creating potential, opportunities for small business and 
Canadian content. For these reasons, each contract worth 

$2 million or more is examined by an interdepartmental board or 
review committee to ensure the most effective participation of 
Canadian industry. Procurement strategies are thus planned to 
obtain the maximum regional and industrial economic benefits. 


The Contractual Process 


Careful planning is the key to successful purchasing. Early 
identification of a department’s requirements and a close working 
relationship are of paramount importance. Once a department 
has identified its needs in as much detail as possible, with 
assistance from the Directorate, pre-contract planning begins. 


Where a commodity may be available from a number of sources, 
a list of suppliers is maintained on an electronic data base and 
competitive proposals or bids are invited. Where the item is only 
available from one licensed original manufacturer, the 
procurement plan will provide for negotiation of a contract with all 
terms and conditions acceptable to the government. 


The Directorate keeps abreast of industry developments, the 
capabilities and capacities of suppliers, and maintains 
computerized source lists of qualified firms from which bids or 
proposals are solicited for the commodities or services required. 
The purchasing process involves many activities which culminate 
in a contract award. These are briefly described in the following 
sections. 


Sourcing System 


The Department maintains lists of companies that have expressed 
interest in, and demonstrated the capability of, doing business 
with the government. These source lists are updated regularly. 


Information about how to get on these source lists is available 
from: 


Director 

Corporate Relations Branch 
Supply and Services Canada 
Ottawa, Ontario 

K1A 0S5 

Tel.: (819) 997-7116 


Suppliers are also invited to contact the procurement officers of 
specific commodities in the Aerospace and Armament 
Directorate. The more the procurement officers know about 
companies and their capabilities, the better they will be able to 
provide pertinent information. Engineering procurement officers 
are responsible for reviewing and updating the Directorate’s 
source lists as well as conducting facility evaluation studies of 
firms seeking government business. To contact directorate 


procurement officers, see the address provided at the end of this 
booklet. 


Potential suppliers will be asked to provide the following 
information on existing and potential capabilities when requesting 
inclusion in the sourcing system: 


e specific product or service activities in which the company is 
qualified and has some capability and interest in developing 
further 


e description of long-range plans 


¢ qualifications of management and scientific and engineering 
personnel 


e brief historical company background, product lines and work 
and marketing successes 


e description of unusual facilities 
e outline of production and marketing capabilities 


e copies of latest financial statements 


All financial, sales and other company proprietary data provided 
are always treated as strictly confidential. 


Solicitation of Bids 


Each customer’s requirement is solicited from qualified sources of 
supply, with preference for a competitive environment as opposed 
to a single source. The Department is therefore interested in listing 
all qualified companies so that they can be invited to bid 
competitively on each requirement. 


Bids may be solicited either via an Invitation to Tender or a 
Request for Proposal. Where a product or service is available 
from more than one source, and is clearly defined, the Invitation 
to Tender method is used. This method spells out all the 
requirements and requests itemized firm prices and schedules. 
Invitations to Tender submitted are held in a secured location and 
are opened at a precise time on the specified date. After 
evaluation of the technical and contractual elements of all 
Invitations to Tender, the contract is awarded to the lowest 
responsive bidder. 


In cases where alternatives to the specifications can be 
considered, or the government seeks the suppliers’ 
recommendations, Requests for Proposal are issued to industry. 
This method normally leads to negotiations before a contract can 
be awarded. 


In either case, bidders conferences may be held to provide 
opportunities for the prospective contractors to seek clarification 
of some of the requirements 


Evaluation of Bids and Proposals 


All bids are examined to establish that there is a clear 
understanding of the requirement, the terms and conditions, the 
suitability of the product and respective price comparisons. 
Responses to proposals are evaluated in accordance with a pre- 
determined system tailored to individual requirements. 


Typical evaluation factors include: 

¢ comprehension of requirements 

e experience 

e record of performance 

e technical merit 

¢ competence of managerial and technical staff 

e probability of success 

e price, type of contract, special terms and conditions 
e financial and technical commitments 


e evidence of sound managerial, financial and organizational 
practices and procedures 


e adequacy of facilities and need for outside assistance 
e Canadian content, socio-economic benefits, and industrial, 


trade and regional strategies 


Negotiations 


In view of the complexity of the commodities and services | 
purchased, it may be necessary to conduct negotiations following 


evaluation and selection of a proposal. Depending on the size and 
complexity of the requirement, negotiations cover such topics as: 


e benefits to government and industry 
¢ proprietary rights 

e materials 

e direct and indirect costs 

°® requirements definition 

e sub-contracts 

e performance 

¢ management 


e contractor- or government-supplied equipment 
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Contract Administration 


Contract administration includes monitoring of time, cost and 
performance conditions of the contract; expediting delivery; 
administering design changes and amendments; and ensuring 
quality. It may also involve termination, settlement, audit and 
security arrangements. 


The Directorate’s professional skill and experience continue after 
a contract has been awarded. Efficient contract administration 
calls for understanding of the technology and manufacture of a 
particular product. In many ways, the activities carried out by the 
Directorate after a contract has been awarded are as important 
as selecting the most qualified supplier. For example, a 
government department or a supplier may propose changes in the 
engineering of a product, necessitating an amendment to the 
Original contract. Engineering changes to specifications, 
additional extra work necessary during aircraft or engine repair 
and overhaul, and scheduling of changes caused by non- 
availability of supplies may each be the occasion for review and 
adjustment of terms and basis of payment. 


The Directorate evaluates proposed changes, particularly as they 
affect over-all cost and delivery dates. After consulting with the 
customer department, the procurement officer negotiates the 
nature and method of change with the supplier and amends the 
contract. When dealing with complex technical requirements, 
such as fighter aircraft, an engineering modification could amount 
to millions of dollars in additional components and production 
time. It is therefore critical for the procurement officer to have 
expert knowledge of the materials and manufacturing processes 
to ensure that the government department is alerted to these 
added costs. 


Because deviations from contractual requirements can cause 
major cost over-runs, the Directorate regularly monitors 
contractual commitments. This can include monitoring cash flow 
for compatibility with the client department’s funding; liaison with 
the customer and contractor in analyzing problems that may 
result in contract amendments; verifying progress and time 
claims; and, with the assistance of professional cost accountants, 
carrying out financial audits. Certain bases of payment, types and 
values of contracts require verification of the hours expended on 
the work or audit of final costs. Directorate officers monitor 
progress of work and costs in preparation for reconciliation or 
audit. 
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Contract Administration and its Complexities 


Many contracts are for high technology goods and services where 
Supply and Services Canada provides the necessary tooling, 
special test equipment and manuals. The Directorate must ensure 
that the equipment is available in good condition, and that it is 
delivered and disposed of as scheduled. 


When socio-economic considerations are written into a contract, 
the Directorate monitors their achievement during the 
administration phase. These considerations might include 
research and development, Canadian content and sub-contracts 
to small business and industry. 


Should the contractor suffer bankruptcy or the contract be 
terminated because of default, the Directorate must ensure that 
government interests are fully protected. Contract termination 
procedures involve not only the client department and contractor, 
but also Supply and Services Canada’s internal legal and financial 
functions. The procurement officer’s involvement in litigation and 
the search for another supplier to complete the contract can be a 
protracted responsibility. 


If the Department finds that goods fail to meet contract 
specifications, the procurement officer will ask the contractor to 
take corrective action to ensure that contract conditions are met 
and the customer department receives value for its money. 
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Procurement Benefits 


Since government is one of the largest customers of the 
aerospace and armament industry, it attempts to get lasting 
benefits that extend beyond the immediate purchase expenditure. 
These benefits may consist of: 


e availability of new technology to suppliers 

e increased Canadian content 

e sub-contracting opportunities to small business and industry 
e creation or maintenance of jobs 

e assistance to suppliers in developing new capabilities 


e assistance to increase domestic productivity and 
competitiveness in international markets 


The Munitions Supply Program and several Major Crown Projects 
which are the responsibility of the Directorate best illustrate 
achievement in obtaining lasting benefits from procurement while 
expanding the domestic industrial base. 


Munitions Supply Program 


All major government procurements can mean significant 
business for Canadian industry, and many projects result in the 
development of new products or industrial capabilities. Such is 
the Munitions Supply Program initiated by Supply and Services 
Canada on behalf of the Department of National Defence. 


In late 1977, an examination of government ammunition 
procurement policies revealed that Canada’s munitions industry 
was So seriously deficient that the Canadian Armed Forces were 
dependent on foreign suppliers for most of their munitions training 
equipment. Production facilities were old and rundown, the 
industry was able to do little research and development work, and 
export of munitions products was very limited. The state of the 
industry was such that Canada was unable to supply its own 
standard munitions in peacetime, let alone in the event of armed 
conflict. 


The outcome of this investigation led, in 1978, to the 
establishment of the Munitions Supply Program authorized by the 
Cabinet and managed and administered by the Directorate. The 
basic objectives of the Program were to establish secure 
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domestic supplies of ammunition for the Canadian Armed Forces, 
to modernize and improve existing production facilities, to control 
the rising cost of munitions to the Department of National 
Defence, and ultimately, to expand job opportunities in the 
industry through the manufacture of a broader range of munitions 
products. 


The industry revitalization has proven an unqualified success. With 
financing from the private sector and loans from the federal 
government, key manufacturers undertook major plant and 
machinery modernization programs. The results have been 
impressive: between 1979 and 1983, domestic sales more than 
doubled from $108.1 million to $257 million. Two thousand jobs 
were created in the ammunitions industry directly associated with 
the Program, and the value of export sales increased from 

$31 million in 1979, to $93 million in 1983. 


In addition to the increased production and sales, the relative cost 
of ammunition to the industry’s major customer, the Department 
of National Defence, has gone down considerably through long- 
range planning and standardization while product quality has 
improved. Not only are Canadian suppliers producing goods that 
were previously imported, but industry has also reinvested profits 
in research and development, yielding a variety of new 
ammunition products for domestic and export markets. 


CF-18 Fighter Project 


When a specific product is only available from a foreign 
manufacturer, the government negotiates to obtain benefits for 
Canadian industry which would offset the foreign purchase. The 
CF-18 project involved the purchase from McDonnell-Douglas 
Corporation of a total weapons and support system, including 
138 aircraft, integrated logistics support, simulators, maintenance 
trainers, test facilities and all related publications and manuals. 


The outcome of long and difficult negotiations with the American 
designer of the CF-18 resulted in offset commitments valued at 
$2.9 billion, mostly to Canadian electronics firms and 
manufacturers of aircraft systems. By the end of 1983, Canadian 
industry had received $1 billion in contracts from the U.S. prime 
contractor. Whenever possible, government procurement 
strategies are designed to expand Canada’s technological 
capabilities, to develop new domestic sources of supply and thus 
to create opportunities for industrial growth. 
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There are many examples of this in the CF-18 project. One of the 
specific provisions in the CF-18 contract involving technology 
transfer included an agreement with McDonnell-Douglas, the U.S. 
manufacturer, for Canadian acquisition of an lon Vapour 
Deposition (IVD) plating system. In this process, a thin coating of 
aluminium is used as an anti-corrosive protection for the aircraft 
undercarriage and other parts. The technology and equipment 
were developed by McDonnell-Douglas and did not previously 
exist in Canada. As a result of this technology transfer, a Whitby, 
Ontario, company will not only coat the CF-18 parts before 
assembly in Canada, but it will also be equipped to develop a new 
market for the use of IVD processing in other applications. 


Small Arms Replacement Project 


The Small Arms Replacement Project (SARP) is another example 
of the transfer of a technology to Canada in order to establish a 
domestic source of armaments supply. Sponsored by the 
Department of National Defence and administered by Supply and 
Services Canada through the Directorate, SARP calls for the 
production, in Canada, of Colt automatic rifles through the 
purchase of the manufacturing rights and technical data from the 
original U.S. suppliers. 


Early in 1984, a prime contract worth over $100 million was 
placed with a Kitchener, Ontario, firm to establish a production 
facility to manufacture automatic rifles. SARP officials have also 
specified in negotiations that the purchase of some light machine 
guns from the Belgian manufacturer, Fabrique Nationale (FN), be 
accompanied by the acquisition of production rights for their 
subsequent manufacture in Canada. Negotiations were also 
undertaken with FN for industrial benefits to offset the machine 
gun purchase. These can be met by the company buying an 
equivalent dollar value of Canadian goods or making new 
technology available to Canadian firms. 


CL-215 Water Bomber Project 


In addition to establishing domestic sources of supply, 
government purchasing strategies are also directed toward the 
expansion, or, where necessary, the strengthening of existing 
industries and export markets. 


Since its first take-off in 1967, the CL-215 water bomber has 
been purchased by countries in Europe, South America, Asia, and 
by several Canadian provinces. The twin-engined amphibian 
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aircraft was designed, built and marketed by Canadair in 
Montréal, and is widely recognized as the best aircraft of its kind. 
It was primarily intended for firefighting, but has also been put into 
duty for search and rescue operations, coastal patrol, and 
passenger transport. 


In 1983, as part of the federal government’s program to stimulate 
industry, the federal and provincial governments undertook the 
co-operative purchase of 29 water bombers for forest fire 
emergencies across the county. Six Canadian sub-contractors are 
involved in the aircraft’s manufacture, and the combined 

federal/ provincial order is expected to generate 700 jobs into 
1988. This federal government initiative has ensured continued 
production of the water bomber and enhanced future export 
prospects. 


Drone Systems Project 


The Drone is a small, unmanned, airborne surveillance system 
orginally designed and developed in Canada with the expectation 
of sales to the Department of National Defence in the 1960s. 
Drones were, in fact, successfully marketed in Europe, and orders 
for spares continue to come from several countries. Success with 
this model led to an international agreement for design and 
development of a longer range configuration which incorporates 
state-of-the-art technology. The Canadian manufacturer is 
developing this in conjunction with sub-contractors in West 
Germany and France. The current project will amount to 

$100 million for the Canadian firm, and is managed by Supply and 
Services Canada on behalf of the Government of Canada and the 
Federal Republic of Germany. 


Light Armoured Vehicle Project 


Canadian skills in both aerospace and armament engineering 
have frequently produced winning contract proposals in 
international competition. This was the case when the U.S. 
Department of Defense invited tenders to construct a series of 
light armoured vehicles for their Army and Marine Corps. Working 
through the Canadian Commercial Corporation, GM Diesel 
Division of London, Ontario, won the $500 million contract. 


Although most of the armament is supplied by the U.S., the 
Canadian manufacturer is responsible for the engineering 
development, prototype construction and testing of the initial 
vehicle models, construction of 758 vehicles over a four-year 
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period and the supply of spare parts during the life of the vehicles. 
The Directorate administers the project on behalf of the Canadian 
Commerical Corporation and, because of the scope of the 
contract, maintains an office at the plant site to carry out its 
contract management responsibilities and to ensure that both 
Canadian and American interests are well served. As a result of 
this project, Canada will have developed a special expertise in the 
design and manufacture of state-of-the-art armoured vehicles and 
their components, both to fulfill domestic defence requirements 
and to market abroad. 


Low Level Air Defence Project 


This major Department of National Defence project given 
government approval in 1983 entails the design and manufacture 
of a land-based defence system to protect Canada’s two mobile 
army brigades in Europe against air attack. The project will be 
administered as a Major Crown Project and, as in all government 
procurements of this scale, a Procurement Review Committee 
consisting of senior government representatives from departments 
with an economic, social, and technical interest in the project will 
ensure that long-lasting industrial benefits are generated for 
Canadian industry as a result of the project. At present it Is 
expected that $600 million in new business may be placed with 
aerospace and electronic firms in Canada as a result. 


Conclusion 


The Aerospace and Armament Directorate takes pride in its role 
as a ‘facilitator’ in the government procurement process, 
applying its professional expertise to the benefit of government, 
industry and ultimately the Canadian public. As the needs of the 
Canadian government have grown and become increasingly 
complex over the years, Aerospace and Armament has kept pace 
and evolved alongside responding effectively to each challenge — 
procuring and delivering the latest aerospace and armament 
systems available to the maximum benefit of Canada and 
Canadians. The future will bring new challenges for the 
Directorate and they likewise will be answered with continued 
efficacy. 


Further information about the Aerospace and Armament 
Directorate and the commodities for which it is responsible is 
available from: 


Director General 

c/o Operations Control Branch 
Aerospace and Armament Directorate 
Supply and Services Canada 

Ottawa, Ontario 

K1A 0S5 

Tel.: (819) 997-6464 
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